QUARTER 1, 2021 MARKET REPORT

PAGE 2-5

THE BIG PICTURE
Inflation – friend, foe or figment of the market’s
imagination?
Adrian Clayton and Rachel Finlayson

PAGE 6-11

FROM THE ANALYSTS
Current opportunities in fixed income
Mark Seymour
Chinese internet stocks benefit from COVID-19
Simphiwe Msibi

PAGE 12

STAFF MEMBER PROFILE
Meet the team
Domanique McClean

PAGE 13-14

FUND INFORMATION
Northstar fund range

Northstar Market Report - Q1 2021

THE BIG PICTURE

Inflation – friend, foe or
figment of the market’s
imagination?
Adrian Clayton, CEO
Rachel Finlayson, Analyst

Inflation is the new fear. We assess the reality of this based on evidence in the system. We then identify what
inflation markers to look out for in the months and years ahead.

Mr. Market has morphed into an overnight inflation zealot evidenced by rising commodity prices, spiking bond
yields, a rotation out of growth companies to ‘value stocks’ and belligerency towards central bankers trying to
anchor inflation expectations.
But inflation evangelism must be contextualised against deflation fears a mere 11 months earlier. This extract from
a leading global investment bank in their April 2020 client letter reveals how notoriously fickle market consensus
is.
”core inflation (excluding food and energy) has recorded consecutive month-on-month declines for only the second
time in the series’ 63-year history – the last time was 1982. This reinforces our view that the scale of demand
destruction in the economy means inflation is not going to be an issue for a long-time”.
Why is inflation important?
Since the 2008 Global Financial Crisis (GFC) most economies faced growth headwinds and governments responded
by underwriting growth with debt. Low levels of inflation allowed for rock bottom interest rates, ensuring
manageable debt servicing. Any adjustment to higher levels of inflation would lead to a concomitant increase in
global interest rates, thus raising the risk of debt defaults for some nations and recessions for most.
The path of global inflation since 2010
Global core inflation since 2009 has moved in a relatively consistent band between 2% and 3%.
For a brief moment in 2011/2012, it popped above 3% and during the pandemic in 2020, dropped below 2%.
Developed market core inflation averaged about 1.5% over this time but periodically, prices would decline yearover-year leading to central bankers mustering all their might to avert persistent deflation (falling prices). In the
developing world, core inflation declined from above 4% at the start of the decade to 2% in 2020.
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Chart 1: Latest reported CPI Y-o-Y% versus history
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Why did we experience two decades of disinflation?
Jongrim Ha, M. Ayhan Kose and Franziska Ohnsorge in their book: Inflation in Emerging and Developing Economies
ascribe secular falling inflation to rising productivity linked to advances in information technology as well as trade
liberalisation programs in emerging and developing economies. In addition, demographics (predominantly lower
birth rates), heightened business competition, structural changes in the economy with less reliance on oil, better
central bank management and anchored inflation expectations are all reasons cited for contained prices. There is
no evidence that these longer-term trends will brake, in fact COVID-19 might well have further entrenched them.
The factors that do and don’t cause inflation
Since the lows of the pandemic, inflation has been rising and in order to gauge the potential impact on the global
economy and of course markets, we need to understand what factors are driving higher prices and whether these
are transitory or permanent in nature. We also address an inflation risk that to-date has proven unfounded.
Oil and food shocks
Unsurprisingly, a definitive relationship exists between oil price volatility and inflation. According to Jongrim, Kose
and Ohnsorge about 40% of the variation in global headline inflation since 1970 is ascribable to oil price changes.
Since then, there have been 6 oil price plunges (defined as a drop of more than 30% over 7 months) and 14 oil
prices spikes (defined as a rise of more than 30% over 7 months). Of the 14 oil price spikes, 9 of these reversed
within 6 months.
Significant oil price moves caused inflation to, on average, increase by 2.4% within a year. But the oil effect
moderated in later decades (1990’s and 2000’s) to just a 1% increase in inflation. Oil has the greatest effect on
inflation in the developed world, whereas food prices have the largest impact on inflation in the developing world.
Considering food and oil prices are 20% above pre-pandemic levels and metal prices 30% higher than in early 2020,
a pick-up in inflation off the low levels of 2020 is inevitable and that is already visible in the glide path of inflation.
Demand shocks
According to Jongrim and Co’s research, demand shocks are a determinable inflation influencer. A demand shock
is a temporary increase or decrease in demand for goods and services. COVID-19 caused a boom in consumption
of goods (positive demand shock) but a collapse in services (a negative demand shock). Over the last 20 years,
the globe has predominantly experienced negative demand shocks with recessions in 1982, 1991 and 2009, in
addition to economic slowdowns in 1998 and 2001. These all had a deflationary impact.
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In response to COVID-19, governments are fiscally intervening to drive demand – for example, the US has just
passed a US$1.9 trillion stimulus package – 27% of its GDP. Some economists view this as catalysing excess demand
(a positive demand shock) and creating inflation. A counter argument is that households have demonstrated a
propensity to save rather than spend (US households have saved over US$3 trillion since the start of the pandemic,
more than all the combined US stimulus so far).
Chart 2: United States - personal savings as % of disposable personal income (quarterly)
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To conclude our discussion on demand shock inflation, we mentioned above that COVID-19 created two parallel
but opposite inflation effects in the global economy. As consumers found themselves home-bound, they redirected
their expenditure to the consumption of goods and away from services that became inaccessible. This inflated the
prices of consumer goods and deflated the prices of services. A commonly held view is that inflation will spike as
services bounce back accompanied by higher service pricing from ultra-depressed levels, but this argument fails
to acknowledge that expenditure will shift away from goods whose prices are COVID-19 inflated. A netting off price
effect is a more realistic outcome.
Output gaps
An obvious consequence of COVID-19 is that it caused economies to operate well below their true economic
potential resulting in slack or 'output gaps'. Output gaps meaningfully influence inflation. An economy operating
below potential, where latent excess capacity (such as labour) exists, subdues prices as against one operating
above its normal long-term economic steady-state, this causes inflation. A concern for many market participants
is that the stimulus and other measures being injected into the global system will cause overheating, especially
as supply constraints are a short-term issue. This risk could be over-played, whilst the US will have its output gap
close within a year, most other economies have such slack from COVID-19 damage that output gaps will take years
to close.
Excess money supply
Probably the most touted reason given for future inflation is that central banks have printed excessive quantities
of money and the theory goes that 'too much money chasing too few goods' garners higher prices.
It is true that central banks have created money, almost US$10 trillion of it over the pandemic, which is equivalent
to 20% of the combined GDP of developed economies. Approximately 20% of the total supply of US dollars was
created this past year.
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But inflation is not an instant pudding with one ingredient, being new money creation, it requires other critical
inputs. These being that banks extend this new money as loans to borrowers, that they spend it, that this causes
demand to rise and at a rate that cannot be satisfied by existing supply.
To-date banks have been too cautious to extend loans, believing that in a pandemic, debtors might be incapable of
repaying these loans. This has meant that the excess supply of new money has not found its way into the economy
to stoke inflation. This process of money washing through the system is known as the money multiplier – higher
money multipliers imply that new money creation is being put to work, chart 3 shows that similar to the GFC, the
multiplier has been falling.
Chart 3: US money multiplier
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Psychology - inflation expectations
In his address just this past week, Federal Chair Jerome Powell reiterated his committee’s objective of 'having
long-term inflation expectations well anchored at 2%' whilst acknowledging that inflation would rise to 2.4% this
year before settling back to 2% in 2022 and heading higher in 2023. Prospective inflation is deeply linked to
historical inflation levels because inflation is behaviourally affected. Consumers postpone or advance purchase
decisions based on their future view of prices, which in turn causes deflation or inflation. Although the other
risks raised above tend to be transitory and relatively manageable, one of the gravest threats causing inflation
to adjust sustainably higher or deflation being entrenched is the expectation of future inflation. Most current
surveys reveal that inflation expectations globally are rising, but only modestly so.
Conclusion
We titled this article, 'Inflation - friend, foe or figment of the market’s imagination'. Our concluding comments
are firstly, that inflation is necessary, it is a natural by-product of a healthy growing economy. Secondly, that
an indebted world cannot tolerate accelerating prices that force interest rates higher, making debt servicing
unmanageable. Thirdly, that inflation is rising off very depressed pandemic levels and that the market is rational in
acknowledging this. Our back of the matchbox calculation is that the Fed’s predictions on prices seem reasonable.
Lastly, that all the inflation factors presently in the system are transitory in nature and only when or if this changes,
do we believe that it is credible to forecast a more sustained higher secular trend in prices.
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FROM THE ANALYSTS

Current opportunities in
fixed income
Mark Seymour
Director Fixed Income

The Northstar SCI* Income Fund follows a flexible asset allocation approach that takes advantage of the drivers of
returns for the different asset classes at each point in the interest rate cycle, which results in outperformance for
investors. This article explains how the Fund is positioned in the current macroeconomic environment and where
Northstar sees value in the context of our base, bull and bear case scenarios.

The Northstar SCI Income Fund provides investors with a regular and stable income that targets inﬂation-beating
returns over the long-term, while actively managing the risk of capital loss in the short-term. The Fund invests in
high-quality fixed income assets comprising fixed coupon, floating-rate and inflation-linked bonds predominantly
in senior A-rated paper as well as listed property, global bonds and global currencies.
While investors in the Fund require real returns and capital preservation over relatively short periods of time (one
to three years), the interest rate cycle may take longer to unfold. In managing the Fund, we therefore follow a
flexible asset allocation approach that takes advantage of the different characteristics of these assets at different
parts of the cycle to generate outperformance for investors.
The long-term drivers of returns in the fixed income market are the price paid, the point in the interest rate cycle,
inflation and changes to sovereign and credit risk. The impact of changes in interest rates and inflation on the
various classes of fixed income assets are shown below:
• Cash and floating rate notes do well with rising interest rates, especially when there is a comfortable margin
between yields and the expected future inflation rate.
• Falling interest rates favour fixed coupon bonds, particularly when the yield on these bonds are higher than
the future inflation rate.
• Inflation-linked bonds do very well when bought on high real yields and inflation expectations surprise to the
upside.
The current macroeconomic outlook favours fixed and inflation-linked bonds
Our base case anticipates that South Africa’s sovereign risk will increase with large budget deficits, interest
payments exceeding 20% of tax revenue and unstable debt-to-GDP projections. We expect growth to rebound
more slowly than in the US and other countries, with lower tax collections, rising public wages and difficulty in
implementing the policies necessary to address these issues. Interest rates are expected to stay on hold for the
next 12 months, with inflation increasing from current levels of around 3% to settle at 4%, 0.5% above the current
repo rate.

*SCI refers to Sanlam Collective Investments
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In this scenario, cash and floating rate notes will generate negative or very low real returns. The low interest rate
environment will support fixed bond returns and rising inflation will benefit inflation-linked bonds. While longer
dated inflation-linked bonds remain over-valued, inflation rising above the short-term breakeven level of 3.7% will
result in valuations favouring the 1- to 7-year maturities. Rising sovereign credit risk is keeping the yield curve at
historically steep levels with volatility likely to remain high at the long-end of the curve and valuations favouring
the 6- to 11-year fixed bond maturities.
Other credit opportunities
Credit spreads represent the difference in yield between a South African government bond and another bond of
similar maturity issued by corporates or other issuers. Fixed coupon bond credit spread opportunities are available
in shorter-dated bonds, but spreads are compressed by historic measures. We find ourselves in an unusual
situation where mid- to longer-dated fixed coupon bond credit spreads are trading in line with government bonds,
offering no opportunities for yield enhancement in this credit segment. As a result, the Northstar SCI Income Fund
is currently holding a higher than usual proportion of government bonds to take advantage of their low risk, high
liquidity and equivalent yields.
Credit spreads on senior floating rate notes issued by South Africa’s banks are currently compressed (55bps 130bps), resulting in very thin real yields. Spreads on Tier 2 and additional Tier 1 floating rate notes are also
compressed (140bps - 240bps and 140bps - 400bps respectively), resulting in reasonable to decent real yields, but
at elevated risk due to deteriorating loan quality and profitability in the banks.
Other fixed income assets
Preference shares have been negatively impacted by falling interest rates, resulting in lower prices, but these are
not low enough to provide the necessary yields above our fair value hurdle rates. Property stocks were hit hard
by the COVID-19 crisis, with certain segments (logistics) outperforming others (retail, commercial and office).
Although prices have adjusted lower to accommodate the deteriorating fundamentals of impaired balance sheets
and income streams, the high levels of economic uncertainty prevent us from allocating these assets to funds with
short-term investment horizons.
Range of outcomes and possible left-field events
In assessing the investment opportunities on offer, Northstar considers a range of potential outcomes. In addition
to the base case discussed above, our bull and bear cases are as follows:

BULL CASE

BEAR CASE

South Africa could be thrown a lifeline with US
stimulus spending, a weaker US dollar and increased
demand from China causing commodity prices to
surge. With the commodity index¹ up 100% since
the COVID-19 lows, market commentators are
asking whether this is the start of a new commodity
supercycle, which is supportive for the local
economy and a bull case outcome for fixed coupon
bonds. In this scenario, lower fiscal risk translates
into lower sovereign credit risk, the rand remains
strong and inflation is contained. This creates lower
fixed coupon bond yields and strong fixed bond outperformance.

Our bear case anticipates a global risk-off event on
the back of rapid inflation, rising interest rates and
a strong dollar. A weaker rand and rising inflation
result in a bear case for fixed bonds, while shortdated inflation-linked bonds do relatively well in
nominal terms. Rising interest rates are supportive
of floating rate notes, but credit spreads widen
resulting in negative capital movements that
offset higher yields.

¹The Goldman Sachs Commodity index has risen from a low of 228 on 21 April 2020 to the latest high of 491 on 5 March 2021, a 115% gain over the period.
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Chart 4: Fixed coupon and inflation-linked bond yield curves vs one-year exit yields
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Chart 4 shows the relative values of fixed coupon (blue line) and inflation-linked (turquoise line) government bond
nominal yields against Northstar’s bear, base and bull case fixed coupon bond exit yields (grey lines) over a period
of one year.
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The chart shows good value in the 6- to 11-year maturity fixed coupon bonds and in the 1- to 5-year maturity
inflation-linked bonds, where exit yields are expected to be lower than current yields. Because the value and yield
of bonds move inversely, higher yields mean the bonds are available at lower prices.
The large red dot in the chart highlights the maturity (3.7 years) and yield (6.3%) for the Northstar SCI Income
Fund, taking note that these metrics include the Fund’s 14% global cash holdings, which offset the majority of
interest rate risk in the portfolio.
We believe that the Northstar SCI Income Fund’s asset allocation, curve positioning and credit exposure are
appropriate given the current performance drivers and valuations, point in the interest rate cycle, prevailing
macroeconomic conditions and fiscal dynamics. This positions the Fund well to continue to outperform its
benchmark and meet the return objectives for our clients.
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Chinese internet stocks
benefit from COVID-19
Simphiwe Msibi
Analyst

The global lockdowns and restricted mobility imposed in response to COVID-19 proved to be very beneficial for
digitally enabled businesses globally and the Chinese internet giants were no exception. The share price of Tencent
has run hard since its March 2020 lows, reaching valuations that seem rich. Alibaba, China’s largest eCommerce
platform, has been held back by a number of regulatory challenges over the same period. This article discusses the
salient features of both companies, the factors that have contributed to their share price performance and why
Northstar’s analysis suggests that there remains value in both stocks with good prospects for further growth.

Tencent: The world’s largest venture capital fund
Tencent’s sprawling portfolio of internet-enabled businesses include social media, music streaming, e-commerce,
online games, cloud computing, fintech and payment systems. Increased activity in these areas since the start of
COVID-19 saw Tencent’s share price more than double from its trough of HKD 334 in March 2020 to over HKD 700
at the end of February 2021.
Chart 5: Tencent share price (January 2020 - March 2021)
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This strong run has seen the stock reach a 43x multiple to consensus estimates of 2021 earnings, a 34% premium
to its ten-year history. While this certainly seems richly priced, there is more to the story than first meets the eye.
In addition to its core businesses, Tencent also holds investments in 1200 companies, a handful of which are
separately listed. The growth in this portfolio has been the main driver of the stock's recent good fortune,
contributing HKD 160 to the HKD 255 increase in the share price since June 2020.
Chart 6: Tencent investee portfolio driving share price performance
800

700

160

705

Investee Portfolio
Revaluation

Tencent Share Price
(March 2021)

600

Hong Kong Dollars

95
500
30

450

420
400

300

200

100

0

Core Tencent Valuation

Investee Portfolio Market Tencent Share Price (June
Value
2020)
Base

Core Tencent Value
increase

Increase

Source: Capital IQ, Northstar Asset Management Estimates (March 2021)

Tencent is far from a passive investor in these companies, installing directors on their boards, assisting them with
their advanced technological know-how, integrating them into their applications and connecting them to their
massive user base.
Pinduoduo (a social ecommerce company) and Meituan Dianping (a food delivery company), two of the fastest
growing multibillion-dollar tech firms in China, are examples of investee firms that leaned heavily on the network
effects of Tencent’s WeChat to market to a captive audience of 700 million Chinese consumers who spend a
quarter of their day engaging with the platform.
While this portfolio of investee companies has driven the majority of the price performance, it does not contribute
to group earnings. Stripping out the investee portfolio changes the complexion of the valuation, with Tencent’s
core business priced at a 32x multiple on 2021 earnings, right in line with Tencent’s historical average. We believe
that this rating is not unrealistic given the inherent growth potential in the share.
Alibaba: China’s Amazon
Alibaba is perhaps best understood as a Chinese version of Amazon, a dominant ecommerce marketplace retailer
with a market share of around 60% of all Chinese ecommerce transactions. The company’s web portals provide
consumer-to-consumer (C2C), business-to-consumer (B2C), and business-to-business (B2B) sales services, as well
as electronic payment services, shopping search engines and cloud computing services.
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Chart 7: Alibaba share price (January 2020 - March 2021)
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The share price was something of a laggard in 2020, finishing the year up only 36% from its March trough. However,
this relatively subdued performance was due to a material change in the Chinese regulatory environment, which is
tightening up to improve competition, following years of a largely laissez-faire approach to their burgeoning tech
sector.
Regulatory woes are not new in China, with the country’s regulators having previously intervened in the release of
video games in 2018/19 which limited the Chinese gaming industry’s growth rate to 6% from 33% the year before.
The new set of regulations aims to break up existing monopolies and discourage anti-competitive behaviour on
platforms. These follow the financial market regulator pulling the plug on the US$34 billion IPO of Ant Financial,
Alibaba’s 33% held investee, that was planned for November 2020.
Regulatory pressure is bound to be a persistent feature for Chinese technology firms going forward, but in
assessing the company’s future, one needs to consider the earnings power of a dominant firm like Alibaba and the
degree to which any regulation will harm that earnings power.
Alibaba’s current valuation affords zero value to their stake in Ant Financial, owners of China's largest digital
payment platform with more than one billion users and 80 million merchants. The regulatory issues will affect
the earning potential of Ant Financial’s lending business but are highly unlikely to render the entire business
worthless. There is also potential for an IPO to materialise within the calendar year following Ant’s compliance
with the regulators’ requirements.
The valuation also implies a degradation in the rest of the business, despite the fact that this business produced
US$25 billion in free cash last year and is set to increase that number by US$5 billion this year according to
management and consensus estimates.
Strong growth likely despite the current headwinds
We remain confident in the growth prospects of both Tencent and Alibaba. While there may be headwinds in the
immediate future, these do not detract from the evident scale, dominance and cash generative nature of these
businesses.
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STAFF MEMBER PROFILE

Meet the team
Domanique McClean
Business Development Manager - South

When did your interest in financial markets start?
I completed my Chartered Accountancy designation with Deloitte, Cape Town and was lucky enough to have asset
management clients in my portfolio. They quickly became my favourite clients and I was able to gain great exposure to
the industry. I found, and still find, the industry dynamic, interesting and knew then that I wanted to work in it!
What did you study and why?
I started an Engineering degree, before quickly realising it wasn’t for me. I was more interested in the finance space so
I wrote a letter to the Dean of Accounting for a transfer.
What do you think equips you to do this job properly?
Working at Deloittes helped me develop strong soft skills, in addition to the technical skills that naturally come through
completing the CA process. I have lived on four continents and worked in three: namely Africa, the US, the UK and Asia.
This has helped me appreciate different cultures and market characteristics.
What do you love about investing?
I love that you can unlock value that others can’t, whether in a stock or bond. The ‘ever elusive chase’ of intrinsic value
is exciting. In my own experience, I started my own share portfolio and quickly learnt that watching daily moves made
me feel a bit nauseous. Choosing great stocks and then doing “nothing” seems a better approach.
What do you find the most challenging part of your role to be?
Positioning Northstar in a relatively saturated space where big brands have established footprints.
Why do you think clients will do well at Northstar?
Northstar is an asset manager that I personally invest with. Their strong downside protection, which is built into every
product, helps me sleep at night. Ultimately, I think clients require the same assurance. Strong performance and strong
downside protection as well as impeccable client service is what any client is in for with us!
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Northstar South African funds
Returns are to the period ended February 2021

We offer four domestic funds that cover the full risk-return spectrum which financial advisors normally utilise as
building blocks for their clients. The Northstar SCI Income Fund and the Northstar SCI Managed Fund have Regulation
28 compliant asset allocations, making them suitable for both lump sum and ongoing retirement contributions. The
Northstar SCI Equity Fund only invests in companies listed on the JSE and consequently, is suitable for investors
seeking exposure to the South African market. Northstar is also the investment manager of the top performing
Prime General Equity Fund, an equity fund which invests in both South African and global equities.

FUND NAME
Management Date
RISK PROFILE/
SUITABLE INVESTOR

Northstar SCI Income
Fund
22 July 2014
LOW

INVESTMENT
HORIZON
OBJECTIVE

FIXED INCOME
CASH
EQUITY

Northstar SCI Managed
Fund
01 March 1998

1 - 3 Years

5 + Years

Regular and stable
income return. The
fund is Regulation 28
compliant.

82%

18%

FEES (RETAIL) P.A.
(Dec 2020)

7 + Years

Maximum capital
growth over the
long-term through
investments in
predominantly the
equity market.

Capital appreciation
through investments
primarily in equity
and listed and
unlisted financial
instruments.
4%

5%

22%

0%

69%

Maximum of 10% equities.

CATEGORY

HIGH

7 + Years

Moderate to high
long-term total return.
The fund is Regulation
28 compliant.

10%

Prime General Equity
Fund
01 June 2016

HIGH

MEDIUM

(Dec 2020)

BENCHMARK

Northstar SCI Equity
Fund
05 July 2017

Maximum of 75% equities.

96%

95%

Minimum of 80% equities.

Minimum of 80% equities.

110% STeFI Call Deposit

ASISA Category Avg:
SA - Multi Asset - High
Equity

ASISA Category Avg: SA
- Equity - General

ASISA Category Avg: SA
- Equity - General

South African - Multi
Asset - Income

South African - Multi
Asset - High Equity

South African - Equity General

South African - Equity General

Mgmt.
Fee

TER

TIC

Mgmt.
Fee

TER

TIC

Mgmt.
Fee

TER

TIC

Mgmt.
Fee

TER

TIC

0.97%

1.02%

1.06%

1.26%

1.78%

2.05%

0.97%

1.03%

1.68%

0.67%

1.83%

2.03%

ANNUALISED INVESTMENT RETURNS (Period ended February 2021)
Fund

Bmk

Fund

Bmk

Fund

Bmk

Fund

Bmk

1 Year

8.13%

4.45%

10.89%

15.93%

9.07%

22.49%

14.47%

22.48%

3 Years

8.40%

6.32%

5.92%

6.05%

-2.97%

3.22%

3.82%

3.22%

5 Years

8.22%

6.83%

5.61%

5.92%

NA

NA

NA

NA

Since Launch

7.37%

6.72%

7.58%

8.43%

-0.90%

5.19%

2.97%

3.56%

Highest annual return over a 12 month rolling period.
SCI Income: 10.57% (Oct 2018 - Oct 2019); SCI Managed: 21.84% (Sep 2012 - Sep - 2013); SCI Equity: 9.07% (Feb 2020 - Feb 2021); Prime General Equity: 14.47% (Feb 2020 - Feb 2021).
Lowest annual return over a 12 month rolling period.
SCI Income: 3.94% (Dec 2014 - Dec 2015); SCI Managed: -6.19% (Mar 2019 - Mar 2020); SCI Equity: -28.71% (Mar 2019 - Mar 2020); Prime General Equity: -14.71% (Mar 2019 - Mar 2020).
SCI refers to Sanlam Collective Investments. All our onshore funds are on the SCI Manco.
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Northstar global funds
Returns are to the period ended February 2021

Northstar’s global fund offering is suitable for investors seeking long-term capital growth, through exposure to
a broad range of asset classes, without having to assess the relative attractiveness or risk of each asset class
themselves. By utilising their foreign investment allowance, South African investors are able to access the US
dollar denominated Northstar Global Flexible Fund directly. Alternatively, Northstar offers two rand denominated
offshore funds – the Northstar SCI Global Flexible Fund, available for investors with capital commitments exceeding
R5m and the Northstar SCI Global Flexible Feeder Fund.
The Northstar SCI Global Flexible Fund received a nomination for the best (SA-Domiciled) Global Multi-Asset
Flexible Fund over three years in the 2019 Raging Bull awards.
FUND NAME

Northstar SCI Global Flexible
Fund
12 January 2016

Management Date

Northstar SCI Global Flexible
Feeder Fund
11 July 2017

RISK PROFILE/SUITABLE
INVESTOR

MEDIUM TO HIGH

INVESTMENT HORIZON

7 + Years

OBJECTIVE

Northstar Global Flexible
Fund (USD)
01 June 2017

Long-term capital growth by investing in various assets classes,
predominantly in equity.
20%

21%

FIXED INCOME
CASH
EQUITY
(Dec 2020)

59%

No equity limit.

ASISA Category Avg: Global Multi Asset - Flexible Allocation

BENCHMARK
CATEGORY

EAA Fund USD Flexible Allocation
EAA Fund USD Flexible
Allocation

Global - Multi Asset - Flexible

FEES (RETAIL) P.A. (Dec 2020)

Mgmt.
Fee

TER

TIC

Mgmt.
Fee

TER

TIC

Mgmt.
Fee

TER

TIC

1.43%

1.58%

1.84%

0.40%

1.86%

2.08%

1.25%

1.59%

1.79%

ANNUALISED INVESTMENT RETURNS (Period ended February 2021)
Fund

Bmk

Fund

Bmk

Fund

Bmk

1 Year

12.76%

12.17%

10.72%

8.75%

18.54%

12.95%

3 Years

18.55%

13.69%

17.80%

13.14%

9.79%

4.12%

5 Years

10.42%

6.99%

NA

NA

NA

NA

9.70%

5.87%

13.59%

9.05%

9.64%

4.70%

Since Launch

Highest annual return over a 12 month rolling period.
SCI Global Flexible: 33.24% (Jan 2019 - Jan 2020); SCI Global Flexible Feeder: 32.63% (Jan 2019 - Jan 2020); Global Flexible (USD): 21.35% (Dec 2018 - Dec 2019).
Lowest annual return over a 12 month rolling period.
SCI Global Flexible: -5.99% (Feb 2016 - Feb 2017) ; SCI Global Flexible Feeder: 3.58% (Nov 2017 - Nov 2018); Global Flexible (USD): -3.60% (Dec 2017 - Dec 2018).
SCI refers to Sanlam Collective Investments. The SCI Global Flexible Fund and SCI Global Flexible Feeder Fund are on the SCI Manco. The Global Flexible Fund (USD) is on the Sanlam Ireland
platform.
The Northstar Global Flexible Fund (USD) is a Section 65 approved fund.
The Northstar SCI Global Flexible Feeder Fund is a rand denominated fund that feeds directly into the Northstar Global Flexible Fund.
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CIS DISCLOSURES

INFORMATION AND CONTENT

Sanlam Collective Investments (RF) (Pty) Ltd is an approved Manager in terms of the

The information and content (collectively 'information') accessible in this document

Collective Investment Schemes Control Act, 2002. Collective investment schemes in

are provided by Northstar as general information about the company and its

securities are generally medium- to long-term investments. The value of participatory

products and services. Northstar does not guarantee the suitability or potential value

interests or the investment may go down as well as up. Past performance is not

of any information or particular investment source. Any information in this document

necessarily a guide to future performance. Sanlam Collective Investments (RF) (Pty)

is not intended nor does it constitute financial, tax, legal, investment, or other advice.

Ltd (the manager) does not provide any guarantee, either with respect to the capital

Nothing contained in any service or any other content in this document constitutes a

or the return of a portfolio. The manager has the right to close certain portfolios

solicitation, recommendation, endorsement or offer by Northstar. Nothing contained

to new investors, in order to manage it more efficiently, in accordance with its

in any service or any other content in this document constitutes a solicitation,

mandate. Collective investment schemes are traded at ruling prices and can engage

recommendation, endorsement or offer by Northstar. Illustrations, forecasts or

in borrowing and scrip lending. The collective investment scheme may borrow up to

hypothetical data are not guaranteed and are provided for illustrative purposes

10% of the market value of the portfolio to bridge insufficient liquidity. Annualised

only; returns or benefits are dependent on the performance of underlying assets or

returns are period returns re-scaled to a period of one year. This allows investors to

other variable market factors; there are risks involved in buying or selling a financial

compare returns of different assets that they have owned for different lengths of time.

product; past performances are not necessarily indicative of future performances;

Actual annual figures are available to the investor on request. Performance is based

and no guarantees are provided.

on NAV to NAV calculations with income reinvestments done on the ex-div date.
Performance is calculated for the portfolio and the individual investor performance

NORTHSTAR ASSET MANAGEMENT

may differ as a result of initial fees, actual investment date, date of reinvestment

Northstar Asset Management (Pty) Ltd

and dividend withholding tax. Investment performance calculations are available for

Registration No. 1996/001423/07 | FSP number 601

verification upon request by any person. Different classes of participatory interests

Suite 1A, Madison Place, Alphen Office Park, Constantia Road,

apply to these portfolios and are subject to different fees and charges. Forward

Constantia PostNet Suite #784, Private Bag X16, Constantia 7848

pricing is used. The portfolio valuation time is 08h00 for fund of funds and 15h00 for

Tel +27 (0)21 810 8400 | Fax +27 (0)21 794 2885

all other portfolios and the transaction cut-off time is 14h00. The transaction cut-off

info@northstar.co.za | www.northstar.co.za

time should be 14h00, for portfolios except fund of funds, but execution is not always
guaranteed. If execution could not take place on the same day, it will take place the

SANLAM COLLECTIVE INVESTMENTS

next business day, or at the earliest possible opportunity. For fund of funds, the cut-

Sanlam Collective Investments (RF) (Pty) Ltd

off time for the execution of trades is 14h00 on the day preceding the pricing date.

Registration No. 1967/002865/07

Foreign securities within portfolios may have additional material risks, depending on

2 Strand Street Bellville, 7530 PO Box 30, Sanlamhof, Bellville, 7532

the specific risks affecting that country, such as: potential constraints on liquidity

Tel +27 (0)21 916 1800 Fax +27 (0)21 947 8224

and the repatriation of funds; macroeconomic risks; political risks; foreign exchange

service@sci.sanlam.com, www.sanlaminvestments.com

risks; tax risks; settlement risks; and potential limitations on the availability of market

Please refer to our website for directors & company secretary details

information. Fluctuations or movements in exchange rates may cause the value of
underlying international investments to go up or down. Investors are reminded that

DISCLAIMER

an investment in a currency other than their own may expose them to a foreign

The Management of portfolios is outsourced to Northstar Asset Management

exchange risk. The terms and conditions, a schedule of fees, charges and maximum

(Pty) Ltd, (FSP) Licence No. 601, an Authorised Financial Services Provider under

commissions, performance fee frequently asked questions as well as the minimum

the Financial Advisory and Intermediary Services Act, 2002. This information is not

disclosure document (MDD) and quarterly investor report (QIR) for each portfolio

advice, as defined in the Financial Advisory and Intermediary Services Act (No. 37 of

are available on Sanlam Collective Investments’ website at www.sanlaminvestments.

2002). Please be advised that there may be representatives acting under supervision.

com. Associates of the manager may be invested within certain portfolios and the

The manager retains full legal responsibility for the co-named portfolios. Legal

details thereof are available from the manager.

Information http://northstar.co.za/page/legal-information/

THE FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT, 2002
Northstar Asset Management Proprietary Limited is an authorised financial services
provider in terms of the Financial Advisory and Intermediary Services Act 2002. All
information contained in this document should not be construed, or relied upon, as
advice. If you require financial and/or investment advice, please engage the services
of an independent financial adviser.

